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bearing upon the crisis of 1907. Some of them are more or less 
familiar in character — Mr. Cannon's address on Clearing Houses 
and the Currency being decidedly reminiscent of his well-known 
book on Clearing Houses, although, of course, including new 
matter applying the experience of the past to the current question 
of "clearing house currency." Some of the other addresses have 
a commencement flavor, as for example in the words "Success 
does not come by chance — Do not lose your red blood; Whatever 
you are, wherever or however you are situated, keep your heart 
warm and your humanity at par. Push forward; be of good 
cheer," — injunctions which have no direct application to the 
matter in hand. There is, however, throughout the book, ma- 
terial of considerable interest, relating especially to actual practice 
in the management of financial and banking operations. Pro- 
fessor Seligman possibly overestimates the value of the work in 
saying that "The student will seek in vain — for so clear and so 
satisfactory an exposition of some important topics as can be 
found here," but the volume will prove of service as a reference 
work on certain points of business and banking method. 

H. Parker Willis. 
Washington, D. C. 

The Taxation of Corporations in Massachusetts. By Harry G. 
Friedman. Studies in History, Economics and Public Law; 
Edited by the Faculty of Political Science of Columbia Uni- 
versity, Volume XXVII, Number 3. (New York: The 
Macmillan Company, Agents, 1907. Pp. 177. $1.50). 

Much industry has already been devoted to the study of the 
finances of the old commonwealth of Massachusetts, but this book 
comes as a distinct and valuable addition to an interesting body 
of literature. The Tax Commission of 1875, the well known one 
of 1897 and those of 1906 and 1907 have through their reports 
made the financial system and the fiscal problems of Massachusetts 
quite familiar to students of taxation. Professor Bullock has 
given us his sketch of the financial policy of that state and his 
article on the same subject with which this monograph deals. 
Yet the great interest which is taken in the reform of taxation 
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in the United States, and especially in the taxation of corporations, 
lends interest to this new study. 

The book is conveniently arranged for reference. First we have 
two historical chapters covering the whole field chronologically; 
then we have separate chapters dealing with the General Corpora- 
tion Tax, the Taxation of Business Corporations, the Taxation 
of Public Service Corporations and the Taxation of Financial 
Corporations. 

The taxation of corporations in Massachusetts is by no means a 
simple matter, and it cannot be presented in brief space. It is, 
moreover, interwoven with certain traditions and with economic 
conditions peculiar to Massachusetts. It may be stated that the 
taxes imposed on corporations are the outgrowth of an attempt 
to carry out the old theory of the general property tax which 
required that all persons should be taxed in proportion to their 
estates. Inasmuch as the shares of stock in the hands of individuals 
escaped taxation, the commonwealth tried to stop the tax at the 
source by levying on the corporations. While the efforts to 
make this part of the tax system effective by increasing the central 
control over it have developed the corporation taxes into a seem- 
ingly distinct system, yet in principle and theory they are still 
part of and are built into the old general property tax as adminis- 
tered by the old New England township. This is exemplified in 
the effort to distribute among the towns the proceeds of these 
taxes when collected by the state, a part of the system which has 
certainly outlived its usefulness, and is so absurdly illogical and 
inequitable as to come in for frequent criticism. Nevertheless, 
these corporation taxes are so productive of revenue that they 
cannot be rejected and the strongest critics seem to hesitate at 
anything more than slight amendment in details. 

The application of these taxes to railroads may serve as a general 
illustration of the system in its broader aspects. The taxes on 
banks and insurance companies are not so interesting. In the 
first place railroads are assessed and taxed locally in each town- 
ship on their "real estate, machinery and merchandise," or what- 
ever property they may have which would be liable to taxation 
if owned by "a natural person resident in the commonwealth." 
This is the old property tax almost pure and simple. That is, 
it is modified but little save on the administrative side. This 
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part of their taxes amounts on the average to very nearly half the 
total taxes imposed. It seems to be growing to a larger percentage. 
Then, in the second place, the State Tax Commissioner values 
the entire capital stock of all corporations, including railroads, at 
its market value, if that can be ascertained, or at its fair cash 
value ascertained as best he can. All critics agree that this 
delicate task is performed very successfully. The state then 
levies a tax on the excess of the value of the stock over and above 
the value as locally assessed of other property at the average rate 
of all taxes levied on property in the state. This tax is then dis- 
tributed to those towns where shareholders reside in the propor- 
tions which the number of shares held in each town bears to the 
total shares. The state retains the taxes on shares held outside 
the state. Proper provisions are made for interstate corporations. 

Under this system the railroads pay a heavier tax per mile than 
in any other state, or $1,472 in 1905. The average for the United 
States is $303 in the same year. Mr. Friedman shows that for 
certain railways — strangely enough he does not tabulate all of 
them — these aggregate taxes range to from 5.6 per cent of the 
gross receipts in the case of the lowest taxed road, to 9. 1 per cent 
of the gross receipts in the case of the highest. 

The aggregate tax, therefore, is based on the value of the stock. 
An outside observer at once asks: Why not also tax the property 
covered by the bonds? He is told that the bonds are taxable to 
the holder, but it is admitted that they are seldom reached. If 
he inquires further he learns that the assessment is equal to about 
three-fourths of the commercial value of the railroads as estimated, 
for example, by the Census Bureau by Meyer's method. This 
seems an eminently satisfactory result. But in view of conditions 
in other states it is hard to understand how it is attained and 
continued. No really satisfying explanation is offered either by 
Bullock or Friedman. There seems to be no way of getting at 
the necessary data, for the state tax statistics do not segregate 
railroad taxes from other corporation taxes. One would suppose, 
however, that the facts are worth ascertaining. The partial 
explanation offered is this, that the capitalization of corporations 
in Massachusetts is controlled and regulated by law and the 
proportion of bonds to stock permitted is small, the total capital 
being represented mainly by stock. Obviously this states the 
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fact as the tax returns show, but why the fact continues is not at 
all clear. One wants to know why it is not possible to transfer 
the property to some corporation organized outside the State, 
replace the stock by bonds, and reduce the value of the stock so 
that there would be no corporate excess to tax. Yet even the 
possibility of saving some $700 per mile each year in taxes has not 
stimulated the corporation attorneys to find the way. Of this 
anomaly neither Bullock nor Friedman attempts an explanation. 

The Massachusetts method of taxing corporations is not applic- 
able in many, if in any, other states. In the case of railroads, 
to continue our old example, there would rarely be any corporate 
excess to tax, unless the bonds were included. It rests on the 
peculiar tradition and practices of a unique old commonwealth. 
Mr. Friedman reaches the same conclusion: 

"The Massachusetts system of taxing corporations organized 
for private profit is thus unsatisfactory from the point of view 
of both theory and practice. On the other hand the method 
employed has been efficient in yielding a large and increasing 
revenue. Hence, there has been comparatively little complaint. 
The efficiency of the system is, however, due in part to Massa- 
chusetts conditions, already noted. It would therefore not be 
equally efficient under other conditions, and, in its present form, 
it can not be regarded as a model for other states." 

His main criticism is that the use of the stock alone creates 
inequalities between different companies. 

Interesting and extensive as this and Professor Bullock's studies 
of the Massachusetts method of taxing corporations are, there 
still seems to be much left to be done. 

Carl C. Plehn. 

University of California. 

Statistique Internationale du Mouvement de la Population d'apres 
les Registres d'fitat Civil. Eisume Retrospectif Depuis 
1 Origine des Statistiques de l'fitat Civil Jusqu'en 1905. 
(Paris: Imprimerie Nationale, 1907. Pp. xxxii, 880. 15 fr.) 

International comparisons between the census figures of different 
countries were greatly facilitated by the publication less than ten 
years ago of Dr. J. Bertillon's International Statistics of the Cen- 



